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Dear Sirs, %‘@%—?‘}%ﬁ

Hongkong Electric Holdings Limited
Rule 12g3-2(b) Materials
File No. 82-4086

The following materials are enclosed pursuant to Rule 12g3-2(b)(1)(iii)
under the Securities Exchange Act of 1934 (the "Exchange Act"), in connection with the
exemption from reporting under that Rule by Hongkong Electric Holdings Limited:

Press Announcement regarding final results dated 4th March 2004 together
with the Notice of Annual General Meeting

Pursuant to Rule 12g3-2(b)(4) and (5), the enclosed materials shall not be
deemed "filed" with the Commission or otherwise subject to the liabilities of Section 18 of
the Exchange Act, and the furnishing of such materials shall not constitute an admission for

~ any purpose that Hongkong Electric Holdings Limited is subject to the Exchange Act.

Yours faithfully,
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el et
Hong Kong profits tax hasbeen provided for at the rate of 17:5% (2002:
16%) based on the essessable profit for the year, Over“eas taxation has
bsen provided for at the applicable rate on the le profit.
The calculation of earnings pe: share is based on profit attributable te
shareholders of HK$6,057 million (2002: HK$6,624 million) and
2,134,261,654 sharcs in issue lhmughou: the:year (2002 2,134, 261,654
“shares),
Certain :omparanvc ﬂgures have been reclassified to conform to 1hr.
current year's presentation.
A detailed results announcement containing all the information requlred
by paragraphs 45(1).10:45(3) of Appendix 16 of the Rules Governing
. the meg of-Securities 6n The Stock Exchange of Hong Kong Limited
“(the “Exchange”) will be published on both the Compady's website
(www.hee.éom:hk)-apd lhe Exchangc s websxte (www.hkex.com.hk} in
due cours
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proposed final dividend; all transfers, eccompanied by the relevant share
‘certificates, should be lodgez;l with the Reglstrars by 4 00 p.m. on

. Wednesday, 5th May 2004.

: CHAIRMAN S MESSAGE

2003 was an exuemely challengmg yea.r for our busmess in.Hong
Kong. The Severe Acute Respiratory Syndrome (SARS). epldcm1q
2 Kong’s economy;‘our-loca
business, and the livelihood of our customers and. this resilted in
wiuch lower:than‘expected unit sales:growth,: In addmon, earnings
were also adverse]y‘ affected by an'incréase; b

an increase in:tax rates anda substaftial-one-off provision for .

deferred tax. These adverse factors, neithef of which was foreseen
when it was decided to freeze tariffs for 2003, were partmlly offsct
by our continued sitccess,in control
productlvxty, combined, “Wwith stron
operations where increased sales and. significant lmprovements in
producnvuy resulted in earnings above expcctanon For the elghth
consecutive year we delivered onour c t to:provide;

e
an efficient e]ecmc:ty supply which at'99. 999% rehab y IS amoug ’
_ the most reliable in'the world.

: Results : o

The Group’s audited consohdated net profit after tax for the year
ended 31st December 2003 was. HK$6,057. million
(2002: HK$6,624 million), including profits from the Group’s’

. joverseas activities of HK$437 million (2002 HKS$335 million).

Final Dividend

The Directors will recommend a final dividend of HK$1.13 per
share. This, together with the interim dividend of 58 cents per
share; will give a total dividend of HK$1.71 per share for the
year (2002 HK$1:71). .
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Hong Kong Operations

The outbreak of SARS in March senous!y affected many of our
_customers, pamcularly those ifi the retail, restaurant, hotel and
business services seéctors.”As’ economic activity stalléd,
canisumption ‘of electricity-was naturally affected and normal

:levels of consumpnon weré ot resumed until- July/Augost. As a

result, maximum demand remained almost the same at 2,440 MW

“,only 0,4%: above.that of 2002, but below our forecast.
: Consequently, profits earned were below the permitted level

52002
(HKS million).:

‘The other significant factor affecting earning_s' in 2003 was an

" continue-to-be despatched to customers in the most reliable and

:6!}1 May 2004 to.”

:usesof WBSICWBICI and TEanﬂ[El’ to reduce’ our cansumptlon of

_.profile campaign to: promote energy efﬁcxcncy, targeting

-partnership with Cheung Kong Infrastructure Holdings Limited,

_Union Fower Development Company}; whichi has entered into a
- Power- Puichasé Agreement with the Thai Government to
.construct and operate a 1,400 MW power station, have endorsed
- the change of- fuel froms coal to.gas. Formal approval lo proceed

(Paga 1)

N

" (2002:'2,436 MW), and unit sales of electricity for 2003 were

specified in the Scheme of Control Agreement.

increase in tax charges and provisions resulting from the
introduction of the-new Statement of Standard Accounting
Practice on Income Taxes and an:increase in tax rates. This
resulted in. HK$94 million more current tax and a one-off
proyision for deferred tax of HK$431 million.

At the onset of the SARS epidemic, the Company took immediate
precautions to protect the health and safety of our staff and
contractors. A SARS Contingency Committee was set up and
key employee grotps were segregated into two teams (o minimise
the risk and impact of infection, We also introduced-a Remote -
System Control Centre as a backup to ensure that electricity would

efficient manner..

Following a series of blackouts around the worldcausing major
disruption-and huge financial loss, the Company went to
considerable lengths to-understand their causes-and to review:
our reliability.practices in light of the'findings."Against this
backdrop, the' Company remains fully committed to the provision
of g world-class, reliable and cost-effective power supply to
support the growth and vitality of Hong Kong.

Supply reliability 6f 99.999% in 2003 was achieved for the eighth
consecutive year, Customers responded to this achievement and
to our fulfillment of out 18 detnandjng service pledges by issuing
arecord number of insolicited commendanons

As part of the Company’s ongoing development of the
transmission and distribution network, the first 22 kV distribution
$ubstation was.commissioned at Cyberport in January and. 63
neWidistribution substations were added bringing the total
number in’ service to 3,531

Site formation work and piling for the first 300 MW power unit
‘was substantially completed at the Lamma Power Station
extension, However, the commissioning of this first unit will be
deferred by orie: year to 2006 due to“the lower than expected
maximum dethand :growth. As natural gas will be the fuel for the
future power +inits’'a long term gas supply contract was signed
in: Beijing in March 2003 for the supply of nalural gas from the
uangdong LNG terminal.

The Company H safcty performancc in 2003 surpassed afl prevmus
records At’the end of the year, annual safety audits were
on: (he'safety management system cf both the
eneration Division:and Transmission and Distributign Division
‘and bolh were found to be highly effective.

Dunng lhe year, thc Company carried forward its ongoing
‘commitment’to ‘eflvironmental responsibility. We increased our

maing water, We. have agreed with Government to build a 600kW
wind turbineon Lamma-Island, the first commercial scale wind
turbme in 'Horlg Kong, The project aims to explore'the wider
app! auoq‘of wind energy in Hong Kong. We launched a high-

secondary school students.

The 2003 Intenm Revxew of the Scheme of Control Agreement .
was conducted during'the year with. Government. ‘While spme . .
minor changes weré agreed, these will not have any matenal effect
on the Company : .

Oversens Busmess N

Our operauons in“Australia continue to ‘grow strongly. The
contribution to the Group from ETSA Utilities, Powercor, and
CitiPower (acquired in August 2002), all owned’in equal

has intreased by 30% over last year. We added to.our customer
base of over'l.6 tillion, which makes us the Iargest distributor
of electricity in Australia in terms of.customers.

Shareholders in Ratchaburi Power Company Limited (formerly
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~.Outlook :
The difficult, depressing and unexpected circumstances of SARS

was granted at the end of February 2004, Under the Power
Puschase Agreement, the Electricity Generalmg Authority of
"Thailand is obligated to purchase the entire output of the power
station for 25 years under a cost-matching tariff structure indexed
to the U.S. dollar which offers a secure return. Following a
reorganization of shareholdings, the Group will have a 25%
interest in this project.

Associated Technical Sérvices Limited, a whelly-owned,
subsidiary of Hongkong Electric Holdings Limited, secured two.
new consultancy projects in Vietnam and Thailand to complement

ongoing projects in Australia, Phifippines and Turkey.

in 2003 resulted in the Group reporting lower profits.

However, the current prospects for a more buoyant 2004 shoulii
help Hong Kong regain its footing on the path of sustained

economic growth, The Group-has shown its commitment-to
.assisting in this recovery process by continuing to freeze basic .
tariff for 2004, and the Board.considers this short term sacrifice

“to be in the long term interest of its shareholders. Increasing
demand growth resulting from Hong Kong's economic recovery,

combined with the restoration of the tariff adjustments allowed <
under the legally binding Scheme of Control Agreement should’ .

enable the Group to return to the path of solid profit growth in

the years ahead. In addition, the recent substantial increase in .
ceal prices and freight charges, where market prices have more,’.
than doubled, will have to be reflected in the tariff through the -

agreed fuel cost adJustmem mechanism.

tn Hong Kong, the Company continues to 1mprove producuvuy N
&t to re-assess all aspects of its operations in order that our
customers will benefit from all possible cost savings. The *

Company also has sufficient flexibility within its capital
expenditure programmes to ensure that its asset base expands

only as necessary to match economic and market circumstances.”
This is in line with our'obligation to provide reliable electricity ..
to satisfy current and future demand at the Jowest cost to the .~
consumer compatible with the terms of the Scheme of Control *

Agreement with Goverhment.

Profit divérsification continues o be an important Group strategy,
and the Group's strong financial position supports the ongoing
worldwide search for suitable investment opportunities offering
an acceptable return rejative to the risks involved.

I wish to thank our Directors and employees for their dedication,
cooperation and hard work. It is this ardent commitment that helps
maintain the Joyalty and confidence of both our customers and
investors,

George C. Magnus
Chairman
Hong Kong, 4th March 2004

FINANCIAL REVIEW

Capital Expenditure, Liquidity, Financial Resources and
Gearing Ratio

Capital expenditure during the year amounted to HK$2,106
million, which was primarily funded by cash from operations,
As at 31st December 2003, total external borrowings were
HK$13,599 million (2002: HK$16,354 million), comprising
unsecured bank loans, unsecured deferred creditors and debt
securities in issue. In addition, the Group has undrawn committed
bank facilities of HK$3,443 million (2002: HK$4,480 million).
Gearing ratio (net debt/ shareholders’ funds) at 31st December
2003 was 37% (2002: 50%).

Treasury Policies, Financing Activities and Cap}tal Structure

The Group continues to ensure that its businesses are financed
from a variety of competitive sources and that committed facilities
are available for refinancing and business growth. In addition,
currency and interest risks are actively managed on a conservative
basis,

No additional term financing was put in place during the year -

with'the focus being refinancing of existing borrowings at more
competitive terms. In June 2003, the Group, through its Australian
subsidiary, secured an AB700M 5-year dual currency loan facility
to refinance a portion of the bank borrowings for its Australian
electricity distribution business. Influenced by the pace of the
capital expenditure programme in Hong Kong, the HK$4.5 billion
syndicated loan facility arranged in 2001 was replaced with a
HK$3 billion 5-year revolving credit facility in December 2003.

As at 31st December 2003, external borrowings of the Group

amounted to HK$13,599 million with the following profile, after

taking into account currency and interest rate swapsi—

(1) 50% was in Hong Kong dollars and 50% in Australian
dollars;

(2) 66% was bank loans, 27% was 03p1t31 market. instruments
and 7% was suppliers’ credits;

(3) 20% was repayable within 1 year, 69% was repayable
between 2 to 3 years and 11% was repayable beyond 5 vears;

(4) 88% wasin fixed rate or capped rate and 12% was in floating
rate,

It is the Group's treasury poh‘cy not to engage in speculative .

transactions. Foreign currency transaction exposure is managed
in accordance with treasury guidelines, utilising forward contracts

‘and interest rate and currency swaps. As at 315t December 2003,

..or by the use of interest rate swaps and caps,
- potional amounts of derivative instruments outstanding at 3st -
'December 2003 "amounted to HK$21 394 million (2002:

-over 85% of the Group's transaction exposure was either hedged

or denominated in Hong Kong or US dollars. Currency exposure
arising from overseas investments is hedged by arranging

" comparable level of borrowings:in the same currency as the .

underlying investments, The Group's policy is to maintain-a
substantial portion of its debt in fixed or capped rate. Interest
rate risk is managed by either fixed or floating rate borrowings
The contractual

HKS$18, 358 million) equivalent.

Col ‘tingel}t Liabilities

s 2t 315t Decémber 2003, the Company has issued performance
guarantees and letters of awareness to banks in respect of banking

"-facilities-available to associates amounting to HK$44 million
‘(2002 . HK$41-million): :

; »The»Cpmpany has.given guarantees and counter indemnities in
“respect-of bank and other borrowing facilities available to

subsidiaries and financial commitments of subsidiaries totaling

-"HK$11;227 million: (2002: HK$ 12,691 million) equivalent. Out

of this amount, HK$10,399 millicn,.while being a coptingent
Tiability of the-Company, is reﬂecwd in the Consolidated Balance

“Sheet of the Group,

During the year, & wholly owned subs)dlarv of the Company, The

‘Hongkong Electric Company, Limited, has given guarantees to
:third parties’in respect of a loan scheme for electricity charges

of HK$5 million and the value of leased equipment of HK$210

;- million-at explry of lhe lease
:Emp!oyees
K The Group continues its policy of pay by performance and mark:*

pay rates are monitored constantly to ensure competitiveness is
maintained,. The' Group’s total remuneration costs for the year
ended 31st December 2003, excluding directors’ emoluments,

-amounted to HK$1,034 million (2002; HK$1,098 million). As at
' 31st December 2003, the Group employed 2,117 (2002; 2,204)

permanent staff. No share option scheme is in operation,

Apart from well-established training schemes for usiversity
graduates, traines technicians and apprentices, the Group also
provides training for staff in language, computer knowledge, and
the latest technology relevant to our industry as well as numerous
job-related courses to enhance other more general skills and
knowledge of our employees.

NOTICE OF ANNUAL GENERAL MEETING

NOTICE IS HEREBY GlVEN that the Armunl General Meeting of Sharcholders

of the Company wilibe held in-the Ballroom, ist Floor, The Harbour Plaza, 20 Tak *
Fung Street, Hung Hom, Kowloon, Hong Kong on Thursday, 13th May 2004 at *

12:00 noon for the foliowing purposes:
Ordinary Business

{ To receive and consider the Statement of Accounts and.the Reports of the
Directors and Auditors for the year ended 315t December 2003.

2. Todeclare a final dividend.

3. To re-elect retiring Diréctors.

4. To eppoint Auditors and autharise the Directors.io fix their remuneration.
Speciai Business

5. To consider and, if thought fit, pass the following resolution as‘an Ordinary
Resalution:
. “THAT the paymeat of remuneration by the Company to the members far the
time being of the Audit Committee of the Board of Directors with-effect from
Ist January, 2004 in the sum of HK$50,000.00 per member per year be anc is
hereby.approved.”

6. To consider and, xf thought fit, pass the following resclution as an Ordmnry

.Regolution:

“TBAT;

(1) a'general mandate be and is hereby uncoudmonally given to the
Directors during the Relevant Period 16 issue and dispose of additional
shares of the Company not exceeding twenty per cent of the existing
issued share capital of the Company as at the date of passing this
resolution; and

(b)  for the purpose of this resolution:

N “Relevant Period” means the period from the passing of this resolution
until whichever is the earlier ofi—

() she conclusion of-the ncx! 1nnual general meeting of the
Company; .

(i5) the cxpu ation of the period within which lh: next annual gencral
meeting of the Company is required by.law to be held; and

(ii) the revocation or varistion-of this resolution by an ordinary
resolunon of 'the-shareholders of the Compnny in' general
meeting.”

7. . To consider and, if thought fit, pass the fnl!owmg resuluuun as an Ordinary

Resolution:

“THAT: .

(a)  subject to paragraph (b) below, the exercise by the Directors during the
Relevant Period of ali the powers of the Company to repurchase shzres
of HK$1.00 each in the issued capital of the Company in accordance
with all applicable laws and the requirements of the Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong Limited
as amended from time to time, be and is hereby generally and
unconditionally approved;

(b)  the number of shares of the Company which may be repurchased by
the Company pursuant to the approval in paragraph (a) above shall not
exceed ten per cent af the number of shares of the Company in issue at
the date of this resolution; and

(c)  for the purpose of this resolution:

“Relevant Period” means the period from the passing of this resofution

until whichever is the eaclier of:—

(i) the conclusion of the next annual general meeting of the
Company,

(it)  the expiration of the pcnod within whlch the next annual gencrn)
meeting of the Company is required by law to be heid; and

G
xewluuon of the shareholders of \he Company in general
meeting .

the revocation or variation of this resolution by an ordinary *

{Page 2)
8. To consider and, if thought fit, pass the following resolution as an Ordinary
Resolution;

“THAT the general mandate granted-1o the Directors to-sllot, issue and deal
with'additional shars pursuant to Resclution 6 set out in the notice convening
this meeting be and is hereby extendéd by the tddition thereto of an amount
represeating the sggregate nominai amount of any share capital of the
Company repurchased by the Company under the authority granted pursuant
to Resolution 7 set out in the notice convening this meeting, provided that
such amount shall not exceed ten per cent of the aggregate nominal amount
of the existing issued shase capita) of the Company s at the date of passing
the relevant resolution.”

9. To consider and, if xhéught fit, pass the following resalution as a Special
Resalution:

“THAT the Ar’lic]cs’of’Asso:in(ion of the Company be altered by:

(a) adding the followiny definition in Article.2 immediately after the
definition of “Summary financial report”—
“Associate” has the meaning assigned thereto in the Listing Rules.
(b insening in the first Jine of Article BS, immediately after the words
“classes of shares,” the words “and subject o any restrictions undes

the Listing Rules on the exercise by any member of his voting rights in
respect of a particular resolution,”

(¢} (i) insenting in the second line ofAmc)c 107(3) the wards "or his
associate” immcdialcly after the word “he” where it first appears;
@iy mscmng in Article 107(2)(a), (¢), (d), () (8) and (h) the words

“or his essocinte” immediately afier the word “Director”;

(i) inserting in Article 107(3)(a) the word “guarantee,” immediately
before the word “security” and inserting in the same Article the
words “or his associate” immediately after the word “him” where
it twice appears;

(iv) -inserting in Article 107(3)(b) the words “or his associate”
immediately ofter the word “himself";

(v)  deleting in-Articie 107(3)(d) the word "with” and substituting
therefor the words “in relation to or concerning”, and inserting
in the same Article the words “or executive” after the word
“officer”;

(vi) deleting the existing Article 107(3)(c) and subsmuung therefor
the following:—.

“{e) any contract or arrangsment or propesal in relation to or
concerning any other company in which the Director or
any of his associates is interested only, directly or indirectly,
as & holder of shares or other securilies of that campany or
a beneficial interest thesein, provided that such Director
and any of his associates are not in nggregate beneficiaily
interested in five per cent or more of any class of the issued
shares or securities of such company (or of any third
company through which the interest of the Direcior or his
-associates is derived) or of the voting rights atraching
thereto.”

(vii) inserting in Article 107(3)(g) the words “(or their associates)”
after the words “'to Directors”;

(viii) (nserting in Arcicle [Q7(3)(h) the words “or his associates
the word “his";

(d) . deleting in Article i 10 the words “shall not, while he continues to hold
that office be liable to retice by rowation, and he shall not be taken into
account in'determining the rotation in which the other Directors shall
retice or the number to'vetire, but he'';

{£) inserting at the heginning of Asticle ¥16 the words “Subject 10 the
manner of retirement by rotation s from time to time prescribed by
The Stock Exchange of Hong Kong Limited.";

(f  deleting the existing Article 120 ‘and'substituting therefor the following
new Article:—

“120.No person, other than a retiring Director, shall, unless
recommended by the Directors for election, be eligible for election to
the coffice of Director at any General Meeting, unless he and the
shareholder intending to propose him have each, during a period of
sever days ending on the date seven days before the date appointed for
the meeting, left at the office of the Company a natice in writing duly
signed, signifying respectively his candidature for the office and the
intention of such sharcholder to propase him.";

(g) deleting the words “Special Resolution™ in the first line of Anicle 122
and substituting therefor the words "Ordinary Resolution”; and

(k) deleting the existing Article 169 and substituting therefor the iollowmg
new Article:

“169. Every Director, Manager or Officer of the Company or any person
¥ (whether an Officer of the Company or not} employed by the Company

as Auditor iy be indemnified out of the funds of the Company ngainst

all liability incurred by him os such Director, Manager, Officer or

Auditor to the extent permilted pursuant to the Companies Ordinance.

The Company may purchase insurance for any such person ageinst

liabilities incurred by him to the extent so permitted.””

By Order of the Board
Liltian Wong
Company Secretary

after

Hong Kong, 4th March 2004

. Notes:

(1) Atthe Anpuel General Meeting, the Chlrman of the Meeiing will exercise his power
under Article 80 of the Company's Articles of Association to put each of the above
resolutions to the vate by way of a poll.

(2} A member of the Company entitled to attend and vote at the Meeting is entitled to
appoint oot more than two praxies to attend and on o poll, vote for him. A proxy
. necd not be 8 member, To b valid, all proxies must be deposited a1 the registered
affice of the Company, 44 Kennedy Road, Hong Kong, notlater than 48 hours before

the time for holding the Meeting,

() The registér of members will be clased from Thursday, 6th May 2004 1o Thursday,

[ 3th May 2004, both days inclusive, To qualify for the dividend, all transfers
accompanied by the relevant share certificates shoald be lodged with the Company’s
Registrars, Computershare Hong Kdng Investor Services Limited, 19th Floor,
Hopewell Centre, 183 Queen’s Road East, Hong Kong, not Jater than 4:00 p.m. on
Wednesday, 5th May 2004.

{4}  Regarding Resolution 3 above, shareholders are adwsed that the Direciars proposed
to be re-elected at the Meeting are Mr, Francis Lee Lan-yee and Mr. Frank Sixt, For
particulars of these two Directors reguired to be disclosed by the Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong Limited ¢“Listing
Rules”), sharehoiders may refer o the circutar mentinned in Note (7) below.

{5) InResalution 5 above, shareholders are asked to remunerate the Directors who act
as members of the Audit Commiutee. The Audit Commitiee now cansists of three
independent non-executive Directors and its funclions include the review ond
supervision of the Group’s financial reporting and internal contral systems.

(6)  With reference to Resolution 6 above, the Directors wish to state shat they have no
immediate plans to issue any new sheres in the Company.

(7)  With reference to Resclution 7 #bove, the Dirsctors wish to stale thet (hey will
exercise the powers conferred thereby to repurchase shares in circomstances which
they decm npproprme for the benefit of the shareholders, The cxplanstory statement

lon relating 1o the rzp! of shares, as required by the
Listing Rulu will be despatched to (he members together with the ”00 unnual
report,

(8) In Resolution 9 above, shareholders are asked to approve amendments (o the
Company’s Anicles of Associgrion for compliance with the recent changes in the
Companies Ordinance and the Listing Rules. The proposed amendments und their
effecty are zlso ser out jn the circular mentioned in Note (7) above.
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